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6lh  Supp.  Nat.  Defense  Appro.  Act, 
77th  Cong.,  2d  Sess. 

April  28,  1942 

Section  403.  (a)  For  the  purposes 
of  this  section,  tlie  term  "Department" 
jiieiins  the  "War  Di^pavlincnt,  the  Navy 
De|)artnient,  and  Ihr  .Maritime  Com- 
miwifiii,  ri'spr''!  n''ly:  in  (he  case  of  the 
Ulai-iliiiic  ('"iiiiiii^Mii]!.  Ihe  termi"Secre- 
tiirv"  iiH'ai:-  tin-  Chairman  of  such 
CoiHini-.-iiiii ;  aial  the  term  "renegotiate" 
ami  'Ivnegoliatiun"  inchide  the  refixing 
by  the  Secretary  of  the  Department  of 
the  contract  price.  For  the  purposes 
of  subsections  (d)  and  (e)  of  this  sec- 
tion, the  term  "contract"  includes  a  sub- 
conti'act  and  the  term  "contractor"  in- 
cludes a  subcontractor. 


Revenue  Act,  1942,  H.  R.  7873 
October  21,  1942 


Sec.  403.    (a)    For  the  purposes  of 
this  section — 

(1)  The  term  "Department"  means 
the  War  Department,  tile  Navy  De- 
partment, the  Treasury  Department, 
and  the  Maritime  Commission,  re- 
siJectively. 


(2)  In  the  case  of  the  Maritime 
Commission,  the  term  "Secretary" 
means  the  Chairman  of  such  Com- 
mission. 


(3)  The  term  "renegotiate"  and 
"renegotiation"  include  the  refixing 
by  the  Secretary  of  tlie  Department 
of  the  contract  price. 

(4)  The  term  "excessive  profits" 
means  any  amount  of  a  contract  or 
subcontract  price  which  is  found  as 
a  result  of  renegotiation  to  represent 
e-xoessive  profits. 

(5)  The  tei'm  "subcontract"  means 
any  purchase  order  or  agreement  to 
perform  all  or  any  part  of  the  work, 
or  to  make  or  furnish  any  article, 
required  for  the  performance  of  an- 
otlier  contract  or  subcontract. 


Military  Appro.  Act,  1944,  H.  R.  2996, 
78th  Cong.,  1st  Sess. 

July  1,  1943 

Sec.  403.    (a)    For  the  purposes  of 
this  section — 

1.  The  term  "Department"  means 
the  War  Department,  the  Navy  De- 
partment, the  Treasury  Department, 
the  Maritime  Commission,  Defense 
Plant  Corporation,  Metals  Reserve 
Company,  Defense  Supplies  Corpo- 
ration, and  Rubber  Reserve  Com- 
pany, respectively. 

%  In  the  case  of  the  Maritime 
Commission,  the  term  "Secretary" 
means  the  Chairman  of  such  Com- 
mission, and  in  the  case  of  Defense 
Plant  Corporation,  Metals  Reserve 
Company,  Defense  Supplies  Corpo- 
ration, and  Rubber  Reserve  Com- 
pany, the  term  "Secretary"  means  tlie 
board  of  directors  of  the  appropriate 
corporation. 


Public  Law  149,  H.  R.  1900, 78th  Cong., 
1st  Sess. 


July  14,  1943 


The  term  "subcon- 
tract" means  (i)  any  pnnliasc  (inlcr  or 
agreement  to  perform  all  (n-  any  part 
ot  the  work,  or  to  make  or  furni^ll  any 
article,  required  for  the  performance 
of  any  other  contract  or  subcontract  or 
(ii)  any  contract  or  arrangement  (other 
than  a  contract  or  arrangement  be- 
tween two  contracting  parties,  one  of 
which  parties  is  found  by  the  Secretary 
to  be  a  bona  fide  executive  officer,  part- 
ner, or  full-time  employee  of  the  other 
contracting  party),  (A)  any  amount 
payable  under  which  is  contingent  upon 
the  procurement  of  a  contract  or  con- 
tracts with  a  Department  or  of  a  sub- 
contract or  subcontracts  thereunder,  or 
determined  with  reference  to  the 
amount  of  such  a  contract  or  subcon- 
tract or  such  contracts  or  subcontracts, 
or   (B)   under  which  any  part  of  the 
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6th  Supp.  Nat.  Defense  Appro.  Act, 
771h  Cong.,  2d  Sess. 

April  28,  1942 


Revenue  Act,  1942,  H.  R.  7873 
October  21,  1942 


(1>)  Tlie  Secretivry  of  each  Depart- 
ini'iit.  is  authorized  and  directed  to  in- 
scrl  in  ;ii;y  r'rintract  for  :in  iiinount  in 
eX(■c■^^  nl'  'SIIIII.IKIII  lirivnflcl'  liKidc  by 
such  1  )c|i!iiiiii('iii  (  I  I  ;i  |.T(i\  i-ioii  for 
the  irri. -,111:111,, I,  ,,f  ||„.  ,,,iiin„-i  price 
id  11  |iriici,l  or  |ii-iiii,is  when,  in  the 
jiii|,;iin']il  of  Ihi'  Scrivlui y,  the  profits 
ciiii  he  ilctcniiiiii'd  with  rcusonable  cer- 
liiinty;  (2)  a  provision  for  the  reten- 
tion by  the  United  States  or  the  repay- 
ment to  tlie  United  States  of  (A)  any 
ahiount  (if  the  cciiitiiirt  price  which  is 

found  11-  11  ir-iill  ,,!'  -nrli  irlicn-oliiition 
to  re|.iv-,.i,l    ,.\,v-/n,.    |„,,|1(,  V||,,1    (B) 

an  aiiH.niil  „f  ilie  ,,,iiii:i,i  pri,T  ,.,|ual 
to  the  amount  of  tlie  iv,lu,ri,,ii  in  tlie 
contract  price  of  any  ^iil„  ,,iiii:i,  i  under 
.such  contract  pursuanl  In  I  In-  icncgo- 
liiition  of  such  subcontract  as  provided 
111  clause  (3)   of  this  subsection;  and 


The 
term  "article"  includes  any  material, 
part,  assembly,  machinery,  equip- 
ment, or  other  personal  property. 

For  the  purposes  of  subsections 
(d)  and  (e)  of  this  section,  the  term 
"contract"  includes  a  subcontract  and 
the  term  "contractor"  includes  a  sub- 
contractor. 

(b)  Subject  to  sub-section  (i),  the 
Secretary  of  each  Department  is  au- 
thorized and  directed  to  insert  in  any 
contract  for  an  amount  in  excess  of 
$100,000  hereafter  made  by  such  De- 
partment— 

(1)  a  provision  for  the  renego- 
tiation of  the  contract  price  at  a  pe- 
riod or  periods  when,  in  the  judg- 
ment of  the  Secretary,  the  profits  can 
be  determined  with  reasonable  cer- 
tainty ; 

CJ)  ;i  innvisinn  for  the  retention 
by  IIm-  Tiiil,,!  Sliites  from  amounts 
olliei\\i-i'  ,li],.  111,,  contractor,  or  for 
the  rcpiiyiiicul  by  him  to  the  United 
States,  if  paid  to  him,  of  any  exces- 
sive profits  not  eliminated  through 
reductions  in  the  contract  price,  or 
otlicrwise,  as  tlie  Secretary  may 
direct:  ■  •* 


Military  Appro.  Act,  1944,  H.  R.  2996, 
78th  Cong.,  1st  Sess. 


July  1,  1943 


Public  Law  149,  H.  R.  1900, 7Sth  Cong., 
1st  Sess. 

July  14,  1943 

services  performed  or  to  be  performed 
consists  of  the  soliciting,  attempting  to 
procure,  or  procuring  a  contract  or 
contracts  with  a  Department  or  a  sub- 
contract or  sulieiintracts  thereunder: 
Provided,  That  nothing  in  tliis  sentence 
shall  be  construed  (1)  to  afi'ect  in  any 
way  the  validity  or  construction  of  pro- 
visions in  any  contract  with  a  Depart- 
ment or  any  subcontract  thereunder, 
heretofore  at  any  time  or  hereafter 
made,  prohibiting  the  payment  of  con- 
tingent fees  or  ciiiiiiiii>>iiiiis:  or  (2)  to 
restrict  in  any  hh\  ilie  mitliority  of 
the  Secretary  tn  ,l,tci  iinnc  the  nature 
or  amount  of  selling  expenses  under 
subcontracts  as  delined  in  (ii)  herein, 
price  or  as  a  reimbmsnble  iloiu  of  cost, 
under  a  contract  witli  a  Department  or 
a  subcontract  thereunder. 
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6th  Supp.  Nat.  Defense  Appro.  Act, 
77th  Cong.,  2d  Sess. 

April  28,  1942 

(3)  a  provision  requiring  the  contractor 
as  a  proper  element  of  the  contract 
to  insert  in  each  subcontract  for  an 
amount  in  excess  of  $100,000  made  by 
him  under  such  contract  (A)  a  provi- 
sion for  the  renegotiation  by  such  Sec- 
retary and  the  subcontractor  of  the  con- 
tract price  of  the  subcontract  at  a  pe- 
riod or  periods  when,  in  the  judgment 
of  the  Secretary,  tlie  profits  can  be  de- 
termined with  reasonable  certainty, 
(B)  a  provision  for  the  retention  by 
the  United  States  or  the  repayment  to 
the  United  States  of  any  amount  of 
the  contract  price  of  the  subcontract 
which  is  found  as  a  result  of  such  re- 
negotiation, to  represent  excessive  prof- 
its, and  (C)  a  provision  for  relieving 
the  contractor  from  any  liability  to  the 
subcontractor  on  account  of  any  amount 
so  retained  by  or  repaid  to  the  United 
States. 


Revenue  Act,  1942,  H.  R.  7873 
October  21,  1942 


(3)  a  provision  requiring  the  con- 
tractor to  insert  in  each  subcontract 
for  an  amount  in  excess  of  $100,000 
made  by  him  under  such  contract  (i) 
a  provision  for  the  renegotiation  by 
such  Secretary  and  the  subcontractor 
of  ,the  contract  price  of  the  subcon- 
tract at  a  period  or  periods  when,  in 
the  judgment  of  the  Secretary,  the 
profits  can  be  determined  with  rea- 
sonable certainty,  (ii)  a  provision  for 
the  retention  by  the  contractor  for 
the  United  States  of  the  amount  of 
any  reduction  in  the  contract  price 
of  any  subconti'act  pursuant  to  its 
renegotiation  hereunder,  or  for  the 

,  repayment  by  the  subcontractor  to 
the  United  States  of  any  excessive 
profits  from  such  subcontract  paid  to 
him  and  not  eliminated  through  re- 
ductions in  the  contract  price  or  oth- 
erwise, as  the  Secretary  may  direct, 
and  (iii)  a  provision  for  relieving 
the  contractor  from  any  liability  to 
the  subcontractor  on  account  of  any 
amount  so  retained  by  the  contractor 
or  repaid  by  the  subcontractor  to  the 
United  States,  and  (iv)  in  the  dis- 
cretion of  the  Secretary,  a  provision 
requiring  any  subcontractor  to  insert 
in  any  subcontract  made  by  him  un- 
der such  subcontract,  provisions  cor- 
responding to  those  of  subparagraphs 
(3)  and  (4)  of  this  subsection  (b)  ; 
and 

(4)  a  provision  for  the  retention 
by  the  United  States  from  amoimts 
otherwise  due  the  contractor,  or  for  re- 
payment by  him  to  the  United  States, 
as  the  Secretary  may  direct,  of  the 
amount  of  any  reduction  in  the  con- 
tract price  of  any  subcontract  under 
such  contract,  which  the  pontractor  is 
directed,  pursuant  to  clause  (3)  of 
this  subsection,  to  withhold  from 
payments  otherwise  due  the  subcon- 
tractor and  actually  unpaid  at  the 
time  the  contractor  receives  such  di- 
rection. 

The  provision  for  the  renegotiation 
of  the  contract  price,  in  the  discretion 


Military  Appro.  Act,  1944,  H.  R.  2996, 
78th  Cong.,  1st  Sess. 

July  1,  1943 


PubUc  Law  149,  H.  R.  1900, 78th  Cong., 
1st  Sess. 

July  14, 1943 

[Section  403  (b)  (3)  of  such  Act,  as 
amended,  is  amended  by  striking  out  "in 
each  subcontract  for  an  amount  in  ex- 
cess of  $100,000"  and  inserting  in  lieu 
thereof  "in  each  subcontract  described 
in  subsection  (a)  (5)  (ii)  and  in  each 
subcontract  for  an  amount  in  excess  of 
$100,000  described  in  subsection  (a) 
(5)   (i)."] 
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6th  Supp.  Nat.  Defense  Appro.  Act, 
77th  Cong.,  2d  Sess. 

April  28,  1942 


(c)  Tho  SeiTetiiry  of  eacli  Depart- 
ment is  iiiithorized  and  directed,  wlien- 
I'vci-  in  liis  opinion,  excessive  profits 
liiive  lu'cii  realized,  or  are  likely  to  be 
iv;ilizcd,  from  any  contract  with  such 
l)c|)intni<']it  or  from  any  subcontract 
iMiTonniler,  (1)  to  require  the  contrac- 
toi'  (11-  MilH'cntiactor  to  rene<;-otiate  the 
contiiiri  |„ir,.,  (-2)  lo  withhold  iTom  the 
contiih  l(ir  ,„■  Hili.c.iilnulor  any  amount 
of  thecuntiaet  inice  which  is'found  as 
a  result  of  renegotiation  to  represent 
excessive  i)roHts,  and  (;i)  in  case  any 
amount  of  the  contract  price  found  as  a 
result  of  such  renegotiation  to  repre- 
sent e.\cessive  profits  shall  have  been 
paid  to  the  contractor  or  subconti-actor  • 
to  recover  such  amount  from  such  con- 
tractor or  subcontractor.  ,Such  con- 
ractor  or  subcontractor  shall  be  deemed 
to  be  nidcbted  to  the  United  States  f,n- 
My  amount  which  such  Secretary  is 
authorized  to  recover  from  such  con- 

oHnn  °''  '^"'^™V''S''^"''  ""'l^''-  "'is  sub- 
section, and  siKh  Secretary  may  bring 

united  States  to  ivcover  such  amount 
0"  behalf  of  the  United  State       A 
—.s   recovered   under  this'sub^ec-' 

tion  J,..ii  I  '  ,'>",'P  •  ^""^  subsec- 
t  on  .^1  all  be  applu^abte  to  all  contracts 

B  t.ti,n  ""''^■•'""•"•'■^  "'"tain  a  rene- 
Um  I  ,'"■  '■''"'I'""-''  '•■1""^'",  provided 
■nat  hnal    payment   pursuant    to   sia-h 
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Revenue  Act,  1942,  H.  R.  7873 

October  21,  1942 

of  the  Secretary,  (i)  may  fix  the  period 
or  periods  when  or  within  which  re- 
negotiation shall  be  had;  and  (ii)  if  in 
the  opinion  of  the  Secretary  the  provi- 
sions of  tbe  contract  or  subcontract  are 
otherwise  adequate  to  prevent  excessive 
profits,  may  provide  that  renegotiation 
shall  apply  only  to  a  portion  of  the  con- 
tract or  subcontract  or  shall  not  apply 
to  performance  during  a  specified  pe- 
riod or  periods  and  may  also  provide 
that  the  contract  price  in  eil'ect  during 
any  such  period  or  periods  shall  not  be 
subject -to  renegotiation. 

(c)  (1)  AVhenever,  in  the  opinion  of 
the  Secretary  of  a  Department,  the 
profits  realized  or  likely  to  be  realized 
trom  any  contract  wuth  such  Depart- 
ment, or  from  any  subcontract  there- 
under whether  or  not  made  by  the  con- 
tractor, may  be  excessive,  tlie'Secretary 
IS  authorized  and  directed  to  require 
tlie  contractor  or  subcontractor  to  re- 
negotiate the  contract  price.  When  the 
contractor  or  subcontractor  holds  two 
or  more  contracts  or  subcontracts  the 
hecretary  in  his  discretion,  may  reneoo- 
tiate  to  eliminate  excessive  profits  "on 
some  or  all  of  such  contracts  and  sub- 
contracts as  a  group  without  separately 
renegotiating  the  contract  price  of  each 
contract  or  subcontract. 

(2)  Uiion  renegotiation,  the  Sec- 
I'claiy  IS  iiudiorized  and  directed  to 
eiiiMiii.it,.  any  excessive  profits  under 
siii'ii  cniiliact  or  subcontract  (i)  bv 
reductions  m  the  contract  price  of  the 
contract  or  subcontract,  or  by  other 

hold?,?"  +" "' '"""''  "'■  (")  ^y  ^-itii- 

lolding,  from  amounts  otherxvise  due 
to  the  contractor  or  subcontractor 
any  aniount  of  such  excessive  profits,' 
wit hV,;,'!  P'/"-'=fl"'S  a  contractor  to 
U  i  d  ^,,1"''  i^'"  '"■^«»"t  of  the 
Lilted  States  from  amounts  other- 
wise due  to  the  subcontractor    anv 

amount  of  stich  excessive  profit's  u?- 
der  the  subcontract ;  or  (  v)  by  re 
ooxTi-y  from  the  contractor  or"  sub- 
con  ractor,  through  repayment 
cm  It  or  suit  of  an?  amouin  such 
-■vvssne  profits  actually  paid  to  him 
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contract  or  subcontract  has  not  been  or  (v)  by  any  combination  of  these 

made  prior  to  the  date  of  enactment  of  methods,  as  the  Secretary  deems  de- 

tliis  Act.  sirable.     Tlie  Secretary   may   bring 

actions    on    behalf    of    the    United 

States  in  the  appropriate  courts  of 

the  United  States  to  recover  from 

sucli'contractor  or  subcontractor,  any 

amount  of  such  excessive  profits  ac- 
,  tually  paid  to  him  and  not  witliheld 

or  eliminated  by  some  otiier  method 

under   this   subsection.     The   surety 

under  a  contract  or  subcontract  shall 

not  be  liable  for  the  repayment  of 

any  excessive   prolits  thereon.     All 

money  recovered  by  way  of  repay- 
ment or  suit  under  this  subsection 

shall  be  covered  into  the  Treasury  as 

miscellaneous  receipts. 

(3)  In  determining  the  excessive- 
•ness  of  profits  realized  or  likely  to  be 

realized  from  any  contract  or  subcon- 
tract, the  Secretary  shall  recognize 
the  properly  applicable  exclusions 
and  deductions  of  the  character  which 
the  contractor  or  subcontractor  is  al- 
lowed under  Chapter  1  and  Chapter 
2E  of  the  Internal  Revenue  Code.  In 
determining  the  amount  of  any  ex- 
cessive profits  to  be  eliminated  here- 
luider  the  Secretary  shall  allow  the 
contractor  or  subcontractor  credit 
for  Federal  income  and  excess  jjrofits 
taxes  as  provided  in  section  3806  of 
tlie  Internal  Revenue  Code. 

(4)  Upon  renegotiation  pursuant  ' 
to  this  section,   the   Secretary  may 

make  such  final  or  other  agreements 
with  a,  contractor  or  subcontractor 
for  the  eliminalion  of  excessive 
prohls  and  for  the  discharge  of  any 
liability  for  excessive  profits  under 
this  section,  as  the  Secretary  deems 
desirable.  Such  agreements  may 
cover  such  past  and  future  period  or 
periods,  may  apply  to  such  contract 
or  contracts  of  the  contractor  or  sub- 
contractor, and  may  contain  such 
terms  and  conditions,  as  the  Secre- 
tary deems  advisable.  Any  such 
agreement  shall  be  final  and  conclu- 
sive according  to  its  terms;  and  ex- 
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cept  upon  a  showing  of  fraud  or 
malfeasance  or  a  willful  misrepresen- 
tation of  a  material  fact,  (i)  such 
agi'eement  shall  not  be  reopened  as 
to  the  matters  agreed  upon,  and  shall 
not  be  modified  by  any  officer,  em- 
ployee, or  agent  of  the  United  States; 
and  (ii)  such  agreement  and  any  de- 
termination made  in  accordance 
therewith  shall  not  be  annulled,  mod- 
ified, set  aside,  or  disregarded  in  any 
suit,  action,  or  proceeding. 

(5)    Any    contractor    or    subcon- 
tractor who  holds  contracts  or  sub- 
contracts, to  which  the  provisions  of 
this  section  are  applicable,  may  file 
with  the  Secretaries  of  all  the  De- 
partments  concerned    statements    of 
actual  costs  of  production  and  such 
other   financial    statements    for   any 
prior  fiscal  year  or  years  of  such  con- 
tractor or  subcontractor,  in  such  form 
and  detail,  as  the  Secretaries  shall 
prescribe  by  joint  regulation.    Within 
one    year    after    the   filing   of   sucli 
statements,   or   within    such   shorter 
jjcriod  as  may  be  prescribed  by  such 
joint  regulation,  the  Secretary  of  a 
Department  may  give  the  contractor 
or  subcontractor   written   notice,  in 
form  and  manner  to  be  prescribed  in 
such  joint  regulation,  that  the  Secre- 
tary is  of  the  opinion  that  the  profits 
realized   from   some  or  all   of  such 
contracts  or  subcontracts  may  be  ex- 
cessive, and  fixing  a  date  and  place 
for  an   initial   confereiKe  to  be  held 
within  sixty  days  thereafter.    If  such 
notice  IS  not  given  and  renegotiation 
commenced  by  the  Secretary  within 
such   sixty    days   the   coiitr'actor   or 
subcontractor  shall  not  thereafter  be 
required  to  renegotiate  to  eliminate 
excessive  profits  realized   from   any 
such  contrac't  or  subcontract  during 
such  fascal  year  or  years  and  any  lia 
hihtios  of  the  contractor  or  subcon- 
tractor for  excessive  profits  realized 
during  such  period  shall  be  thereby 
dischargod.  •' 

(6)    This  subsection    (c)   shall  be 
applicable  to  all  contracts  and  sub- 
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Section  403  (c)  (6)  of  such  Act,  as 
amended,  is  amended  to  read  as  fol- 
lows: 

"(6)  This  subsection  (c)  shall  be 
applicable  to  all  contracts  and  subcon- 


6th  Supp.  Nat. 
77th  Col 

April 


(d)  In  renegotiating 
or  determining  excessive 
purposes  of  this  section, 
of  the  respective  Departi 
make  any  allowance  foi 
bonuses,  or  other  compen! 
a  contractor  to  its  officers 
in  excess  of  a  reasonable 
shall  they  make  allowanc 
cessive  reserves  set  up  b] 
tor  or  for  any  costs  incurr^ 
tractor  which  are  excessi^ 
sonable.    For  the  purpose  I 
ing  whether   such   unreasl 
pensation  has  been  or  is  b€ 
whether  such   excessive  ri 
been  or  are  being  set  up,  or 
excessive  and  unreasonable 
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(tl)  In  renegotiating  a  contract  price 
or  determining  excessive  profits  for  the 
purposes  of  this  section,  the  Secretaries 
of  tlie  respective  Departments  shall  not 
make  any  allowance  for  any  salaries, 
bonuses,  or  other  compensation  paid  by 
a  contractor  to  its  officers  or  employees 
in  excess  of  a  reasonable  amount,  nor 
shall  they  make  allowance  for  any  ex- 
cessive reserves  set  up  by  the  contrac- 
tor or  for  any  costs  incurred  by  the  con- 
tractor which  are  excessive  and  unrea- 
sonable. For  the  purpose  of  ascertain- 
ing whether  such  unreasonable  com- 
pensation has  been  or  is  being  paid,  or 
whether  such  excessive  reserves  have 
been  or  are  being  set  up,  or  whether  anv 
excessive  and  unreasonable  costs  have 
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contracts  hereafter  made  and  to  all 
contracts  and  subcontracts  heretofoi'e 
made,  whether  or  not  such  contracts 
or  subcontracts  contain  a  renegotia- 
tion or  ic(.:i|iliiic  clause,  unless  (i) 
final  pav iit  |iiir>uant  to  such  con- 
tract or  Miliconliait  was  made  prior 
to  April  28,  1942,  or  (ii)  the  contract 
or  subcontract  provides  otherwise 
pursuant  to  subsection  (b)  or  (i),  or 
is  exempted  under  subsection  (i),  of 
this  section  403,  or  (iii)  the  aggre- 
gate sales  by  the  contractor  or  sub- 
contractor, and  by  all  persons  under 
the  control  of  or  controlling  or  un- 
der common  control  with  the  con- 
tractor or  subcontractor,  under  con- 
tracts with  the  Departments  and  sub- 
contracts tiiereunder  do  not  exceed, 
or  in  the  opinion  of  the  Secretary 
concerned  will  not  exceed,  $100,000 
for  the  fiscal  year.,  of  such  contractor 
or  subcontractor. 

No  renegotiation  of  the  contract 
price  pursuant  to  any  provision 
tlierefor,  or  otherwise,  shall  be  com- 
menced by  the  Secretary  more  than 
one  year  after  the  close  of  the  fiscal 
year  of  the  contractor  or  subcon- 
tractor within  which  completion  or 
termination  of  the  contract  or  sub- 
contract, as  determined  by  the  Secre- 
tai-y,  occurs. 
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tracts  hereafter  made  and  to  all  con- 
tracts and  subcontracts  heretofore  made, 
whether  or  not  such  contracts  or  sub- 
contracts contain  a  renegotiation  or  re- 
capture clause,  unless  (i)  final  pay- 
ment pursuant  to  such  contract  or  sub- 
contract was  made  prior  to  April  28, 
1942;  or  (ii)  the  contract  or  subcon- 
tract provides  otherwise  pursuant  to 
subsection  (b)  or  (i),  or  is  exempted 
under  subsection  (i),  of  this  section 
403;  or  (iii)  the  aggregate  sales  by  and 
amounts  payable  to  the  contractor  or 
subcontractor  antl  all  persons  under  the 
control  of  or  controlling  or  under  com- 
mon control  with  the  contractor  or  sub- 
contractor, under  contracts  with  the 
Dejiartments  and  subcontracts  there- 
under (including  those  described  in 
clauses  (i)  and  (ii)  of  this  sub.sccdon 
(G),  but  excluding  subcontracts  de- 
scribed in  subsection  (a)  (.5)  (ii))  do 
not  exceed,  or  in  Ihr  i. pin  ion  of  the 
Secretary  will  nol  exceed,  $1110,000,  and 
under  subcontracis  ilescribed  in  sub- 
section (a)  (5)  (ii)  do  not  exceed,  or 
in  the  opinion  of  the  Secretary  will  not 
exceed,  $25,000,  for  the  fiscal  year  of 
such  contractor  or  subcontractoi-." 
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[■(•  hciiii;-  iiK'iu-red,  I'acli  such 
^liall  l];i\e  tlie  siime  Jjowei's 
■  l  III  any  .^ufli  eontriictor  that 
■  -i^iiad'd  by  tlie  President 


llC.ll    (.1 

SccTc-ta 

with   IT 


i.M'    tl 


litVii-ed  by  title 
XIII  <if  th,.  S'rnai.l  War  Towers  Act, 
l'.(42.  ha>  wilh  ii:-|iril  to  aiiv  contractor 
to  uhoiiiMi.h  lillr  i<  applicable.  In  the 
interest  of  ei  Mil. liny  and  the  avoidance 
of  diipliial  ion  of  iii>peetion  and  audit, 
the  ser\ire.s  of  the  Bureau  of  Internal 
Kc'viaiue  shall,  upon  request  of  each 
sni-li  Seeietary  and  the  approval  of  the 
Seeri'lary  of  the  Treasury,  be  made 
avaihdile  to  the  extent  determined  by 
the  Secretary  of  the  Treasury  for  the 
purposes  of  making  examinations  and 
ileleriiiinationsl  with  respect  to  profits 
iiuch'r  tiiis  section. 

(e)   In  addition  to  the  powers  con- 
ferral by  exisfiuK  I'l"'-  Hie  Secretary  of 
each  Department  shall  have  the  right 
to  denuind  of  any  contractor  who  holds 
contracts,   with   respect  to   which  the 
in-ovisions  of  this  section  are  applica- 
ble, in  an  apgregate  amount  in  excess 
of  $100,000  statements  of  actual  costs 
of  i)roduction  and  such  other  financial 
statements,  at  such  times  and  in  such 
form  and  detail,  as  such  Secretary  may 
require.     Any    person    who    willfully 
tails  or  refuses   to   furnish  any  state- 
ment required  of  him  under  this  sub- 
.sectfon,  or  who  knowingly  furnishes  any 
such  statement  containing  informatioii 
which  IS  false  or  misleading  in  any  ma- 
terial   respect,   shall,    up,,,,    conviction 
thereof,  be  punished  by  a  fine  of  not 
u,ore  than  $10,000  or  iniprisonment  for 
not  more  than  two  years,  or  both.    The 
poweis   conferred    by    this   subsection 
shall   be  exercsed  in  the  case  of  any 
conti'actor  by  the  Secretary  of  the  De- 
pai'tment  holding  the  largest  an,ou„t  of 
such  contracts  with  such  contractor,  or 
b\  such  Secretary  as  may  be  mutually 
■'^'"'^"^0  L),V  the  Secretaries  concerned, 
(t)    I  he    authority    and    discretion 
herein  conferred  upon  the  Secretary  of 
each  Department,  in  accordance  with 
regulations  prescribed  by  the  President 
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[Section  403  (e)  of  such  Act,  as 
amended,  is  amended  by  striking  out 
"in  an  aggregate  amount  in  excess  of 
$100,000".f 


(t)  Subject  to  any  reguhuious  which 
the  President  may  prescribe  for 
the  protection  of  the  interests  of  the 
Government,  the  authority  and  discre- 
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fur  the  protection  of  the  interests  of 
the  Government,  may  be  delegated  in 
wliole  or  in  psart  by  him  to  such  indi- 
viduals or  agencies  in  such  Department 
lis  he  may  de.-igiiate,  and  he  may  au- 
thorize siH-h  indi\iihials  or  agencies  to 
make  fiuther  ilc'l('g;itions  of  such  au- 
thority antl  diM-retion. 

(g)  If  any  provision  of  this  section 
or  tlie  application  thereof  to  any  per- 
son or  circiiiustance  is  held  invalid,  the 
remainder  of  the  section  and  the  appli- 
cation of  such  provision  to  other  per- 
sons or  circumstances  shall  not  be  af- 
fected thereby. 

(h)  This  section  shall  remain  in 
force  during  the  continuance  of  the 
present  war  and  for  three  years  after 
the  termination  of  the  war,  but  no 
court  proceedings  brought  under  this 
section  shall  abate  by  reason  of  the  ter- 
mination of  the  provisions  of  this  sec- 
tion. 


► 


Revenue  Act,  1942,   H.  R.  7873 
October  21,  1942 


tion  herein  conferred  upon  the  Secre- 
tary of  each  Department  may  be  dele- 
gated in  whole  or  in  part  by  him  to 
such  individuals  or  agencies  as  he  may 
designate  in  his  Department,  or  in  any 
other  Department  \\ith  the  consent  of 
the  Secretary  of  that  Department,  and 
he  may  authorize  such  individuals  or 
agencies  to  make  further  delegations 
of  such  authority  and  discretion. 


(i)  (1)  The  provisions  of  this  sec- 
tion shall  not  apply  to — 

( i )  any  contract  by  a  Department 
with  any  other  department,  bureau, 
agency,  or  governmental  corporation 
of  the  United  States  or  witia  ajiy 
Territory,  possession,  or  State  or  any 
agency  thereof  or  with  any  foreign 
government  or  any  agency  thereof; 
or 

(ii)  any  contract  or  subcontract 
for  the  product  of  a  mine,  oil  or  gas 
well,  or  other  mineral  or  natural  de- 
posit, or  timber,  which  has  not  been 
processed,  refined,  or  treated  beyond 
the  first  form  or  state  suitable  for 
industrial  use;  and  the  Secretaries 
are  authorized  by  joint  regulation,  to 
define,  interpret,  and  apply  this 
exemption. 

(2)  The  Secretary  of  a  Department 
IS  authorized,  in  his  discretion,  to  ex- 
empt from  some  or  all  of  the  provisions 
of  this  section — 

(i)  any  contract  or  .subcontract 
to  be  performed  outside  of  the  terri- 
tornil  limits  of  the  continental 
United  States  or  in  Alaska ; 
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(ii)  any  contracts  or  subcontracts 
under  which,  in  the  opinion  of  the 
Secretary,  the  profits  can  be  deter- 
mined witli  reasonable  certainty 
when  the  contract  price  is  establislied, 
such  as  certain  classes  of  agreements 
for  jDersonal  sei-vices,  for  the  pur- 
chase of  real  property,  perishable 
goods,  or  commodities  the  minimum 
price  for  the  sale  of  which  has  been 
fixed  by  a  public  regulatory  body,  of 
leases  and  license  agreements,  and  of 
agreements  where  the  period  of  per- 
formance under  such  contract  or  sub- 
contract will  not  be  in  excess  of 
thirtydays ;  and 

(iii)  a  portion  of  any  contract  or 
subcontract    or    ])erformance    there- 
under during  a  specified   jjeriod  or 
periods,  if  in  the  opinion  of  the  Sec- 
retary, the  provisions  of  the  contract 
are  otherwise  adequate  to  prevent  ex- 
cessive profits. 
The  Secretary  may  so  exempt  contracts 
and  subcontracts  both  individually  and 
by  general  classes  or  types. 

(j)  Nothing  in  sections  109  and  113 
of  the  Criminal  Code  (U.  S.  C,  title  18, 
sees.  198  and  203)  or  in  section  190  of 
the  Revised  Statutes  (U.  S.  C,  title  5, 
sec.  99)  shall  be  deemed  to  prevent  any 
person  appointed  by  the  Secretary  of  a 
Department  for  intermittent  and  tera- 
poiavy  employment  in  such  Depart- 
ment, from  acting  as  counsel,  agent,  or 
attorney  for  prosecuting  any  claihi 
against  the  United  States:  Provided, 
That  such  person  sliall  not  prosecute 
any  claim  against  the  United  States 
(1)  which  arises  from  anv  matter  di- 
rectly connected  with  whibh  such  per- 
son isi  employed,  or  (2)  during  the  pe- 
riod such  person  is  engaged  in  inter- 
mittent and  temporary  employment  in 
a  Department. 
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(k)  All  the  provisions  of  this  sec- 
tion shall  be  construed  to  apply  lo 
Defense  Plant  Corporation,  Metals  Re- 
.serve  Comijany,  Defense  Supplies  Cor- 
poration, and  Rubber  Resei-ve  Com- 
pany. 


11 
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[Sec.  5.  The  amendments  made  by 
lis  Act  shall  be  effective  as  of  April 
%  1942.] 
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[Sec.  801  (d)  The  aineiidments  niacte 
by  this  section  sliall  be  elfcftive  as  of 
April  L'K.  1942.] 
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[Sec.  5.  The  nnioiulnients  made  by 
this  Act  shall  be  elTective  as  of  April 
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